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TRANSFER OF RETIREMENT CREDITS TO SOCIAL 
SECURITY SYSTEM 


TUESDAY, MARCH 21, 1967 

House or Representatives, 

Subcommittee on Retirement, Insurance, and Health 
Benefits of the Committee on Post Office and Cxvil Service, ^ 

The subcommittee met at 10:10 ami. hi room 346, Cannon House 
Office Building, Hon. Dominick V. Daniels (chairman of the subcon 

m Mr. ^ Daniels .^The Subcommittee on Retirement, Insurance, and 
Health Benefits is meeting this morning in open session for the pur- 
pose of receiving testimony on II.R. 6784, a bill introduced by the 

^hIr. 6784 embodies an administration recommendation designed to 
close serious gaps in retirement, disability, and survivor protection, 
and to remedy deficiencies in the benefit levels of empl oyees subjec 
to the civil service retirement system. The Cabinet Committee on Fed 
eral Staff Retirement Systems last year recommended to the Presi- 
dent, and the President has since recommended t.o the Congress, tnis 
twofold proposal to guarantee that Federal employees have survivor, 
disability, and retirement protection at least as high as that which t e 
social security system extends the rest of the Nations work force. 
This two-pronged approach proposes to meet, to a large extent, the 
needs for basic protection that are not now being met by the > Federal 
staff retirement system, but without disturbing current benefit rig s 
of present employees and without providing direct social securi y 

^Without objection, the bill, H.R. 6784, and the administrative re- 
ports of the Civil Service Commission and Bureau of the Budget wilt 
be inserted in the record at this point. 

(The material referred to is as follows :) 
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A TRANSFER OF RETIREMENT CREDITS 


90th CONGRESS 
1st Session 


H. R. 6784 


IN' THE HOUSE OF REPRESENTATIVES 

Mabcii 8, 1967 

Mr. Daniels introduced the following bill; which was referred to the Com- 
mittee on Post Office and Civil Service 


A BILL 

To amend subchapter III of chapter 83 of title 5, United 

States Code. 

1 He it enacted by the Senate and House of Representor 

2 tives of the United States of America in Congress assembled, 

3 That section 8331 of title 5, United States Code, is 

4 amended — 

5 (1) by amending paragraph (8) to read: 

6 (8) lump-sum credit means the unrefunded 

7 amount consisting of — 

8 “(A) retirement deductions made from the 

9 basic pay of an employee or member; plus 

10 (B) amounts deposited by an employee or 

11 member covering earlier service; less 

I 
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3 
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10 

11 

12 

13 

14 

15 

16 

17 

18 
19 


20 


21 

22 


2 

“(0) for the purpose of section 8342 (a) or 
(d) of this title, in the case of an employee who 
after 1967 is separated from service, transferred to 
a position in which ho does not continue subject to 
this subchapter, or dies, the tax equivalent; plus 

“(D) interest thereon at 4 per centum a year 
to December 31, 1947, and 3 per centum a year 
thereafter compounded annually to December 31, 
1956, or, in the case of an employee or member 
separated from the service or transferred to a posi- 
tion in which he does not continue subject to this 
subchapter before he has completed five years of 
civilian service, to the date of the separation or 
transfer ; 

but does not include interest — 

(i) if the service covered thereby aggregates 
one year or less; or 

“ (ii) for the fractional part of a month in the 
total service;”; 

(2) by striking out “and” at the end of para- 
graph (15) ; 

(3) by striking out the period at the end of para- 
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4 TRANSFER OF RETIREMENT CREDITS 

8 

1 graph (16) and inserting a semicolon in place thereof; 

2 and 

3 (4) by inserting the following new paragraphs 

4 after paragraph (16): 

5 “(17) ‘tax equivalent’ means an amount equal to 

6 the taxes which would have been payable (but which 

7 have not been paid) under section 3101 of title 26, with 

8 respect to service alter .June 30, 1966, in which the 

9 employee was subject to this subchapter or an earlier 

10 corresponding statute, if the basic pay received by him 

11 for that service had at the time conlitutod remuneration 

12 for employment for the purpose of subchapter II of 

13 chapter 7 of title 42. As used in this paragraph, ‘serv- 
11 ice’ does not include (A) any period of service that 

15 terminated before the second month following the month 

16 of enactment of this amendment or (15) service per- 
il formed by an alien outside the United States, the Gom- 

18 monwealth of Puerto Rico, the Virgin Islands, Guam, 

19 and American Samoa; and 

20 “(18) ‘minimum annuity base’ means the greater 

21 0 f (A) $48 times full years of service not exceeding 

82 twenty-five or (B) the amount in column II on the 
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line on which in column I of the following table appears 
the average pay of the employee: 

rABLE FOR DETERMINING MINIMUM ANNUITY BASE AND FAMILY MAXIMUM 


(Minimum annuity base) (Family maximum) 


If an employee's average pay (as determined under 
paragraph (4) of this subsection) is 


The amount referred to 
In this paragraph is— 


And the amount, referred 
to In section 8339(o) is— 
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TABLE FOR DETERMINING MINIMUM ANNUITY BASE AND FAMILY MAXIMITM-Om. 


(Average pay) 


If an employee’s average pay (as determined under 
paragraph (4) of this subsection) Is — 


At least— 


*5,412 
5, 400 
5,520 

5. 580 
5,628 
5,688 

5, 748 
5,706 
5,860 
5,916 

5, 964 

6, 024 

6,084 
6, 132 
6, 192 
6, 262 

6,300 
6,360 

6, 420 

6,468 
6. 528 
6, 588 
6,624 

6. 672 
6.720 
6,756 
6,804 
6.84C 

6,888 
6, 924 
6,972 

7,008 
7.066 
7, 104 
7. 140 
7. 188 
7,224 
7,272 
7,308 
7, 356 

7.404 
7, 4 10 
7, 488 

7, 524 

7.672 

7,008 
7, 666 
7, 704 
7, 740 

7,788 

7,824 

7,872 
7, 908 

7. 956 

7. 992 

8, 040 

8. 088 


S, -'."■0 

H. 340 
8,388 
8, 4 :4 
S, 472 
8, 5.0 
8, 568 
8, 604 
8, «62 
H, 700 
8, 743 
8,7116 
8, 832 
8,880 

8, »2S 

8,976 

9,012 

9,060 

9,108 
9, 156 
9,204 
9,240 
9, 288 
9,336 
9, 384 

9, 432 
9, 468 
9, 516 


Hut. less than - 


$5,460 
5,620 

6,580 
|f>, 628 

6,888 

6,748 

6,796 
8,856 
5,916 
5,964 

6, 024 

6,084 
6,132 
6,192 
6,252 

6,300 

6, 300 
6,420 

6,468 
0,528 
6,588 
6,624 

6,672 
6, 720 
6, 766 
6, 804 
6,840 

6,888 

6, 924 
6,972 

7,008 
7,050 
7, 104 
7,140 
7,188 
7,234 
7, 272 
7,308 
7,350 

7, 404 
7,440 
7, 488 

7,524 
7,572 

7, 608 
7, 650 

7,704 

7, 740 

7,788 

7,824 

7,872 
7.90K 
7, 956 

7,992 

8, 040 

8, 0X8 
8, 124 
8,172 

8. 208 
8, 250 
8, 292 
8, 340 
8. 388 
8, 424 
8, 472 
8, 520 
8, 368 
8,604 
8, 652 
8, 7C0 

8,748 

8,796 

8,832 
8, 880 
8,928 
8,976 

9,012 

9,060 

9, 108 
9, 156 
9,204 
9, 240 
9,288 
9,336 
9,384 
9,432 

9, 468 
9,516 
9,534 


(Minimum annuity base) 


The amount referred to 
in this paragraph is— 


*2, 028 

2,040 
2,052 

2,076 

2,088 
2, 100 
2,112 
2, 124 
2, 136 
2, 148 
2, 172 
2,184 
2,196 
2,208 
2,220 
2, 232 
2,256 
2,268 
2,280 
2,292 
2,304 


2,340 
2, 352 
2,364 
2,370 
2,388 
2,400 
2,412 
2,424 
2,436 
2,448 
2,460 
2,472 
2,484 
2,498 
2,508 
2, 620 
2, 532 
2, 544 
2,550 
2, 668 

2,580 
2, 592 
2,604 
2, 016 
2,628 
2,640 
2,062 
2,664 
2,676 

2, 088 
2,700 
2, 712 
2, 724 
2, 736 
2. 748 
2. 760 
?. 772 
2,784 

2,796 
2,808 
2, 820 

2,832 
2,844 
2, 856 


2 , 892 
2, 904 
2, 016 
2,028 

2,040 
2, 052 
2, 064 

2,076 

2,088 
3,000 

3,012 

8,024 
3, 036 
8,048 

8,060 
3, 072 

3,084 
3,006 

3,108 
3, 120 


III 

(Family maximum) 


And the amount referred 
to In suction 8339(o) is— 


$4,344 
4,368 
4,392 

4. 404 
4,428 
4, 452 
4,470 
4,600 

4,524 


4,608 

4,632 

4,656 

4,680 

4,704 

4,728 

4,740 

4, 704 

4,788 

4,800 

4,824 

4,848 

4,860 

4,872 

4,896 

4.008 

4,920 

4,944 

4,966 

4,980 

4,992 

5,010 

5,028 

5,040 

5,064 

5,076 

5,100 

5,112 

6, 136 

5,148 

5,160 

5, 184 

5, 106 

5, 220 

5,232 

5, 256 

6, 268 

5, 280 

5,304 

5, 31 6 

5. 340 
5, 352 
5,376 
5, 3s8 

6, 400 
5, 414 
5,436 
5, 400 
5, 472 
5, 400 
5, 508 
5. 520 
5, 644 
5, 568 
5, 5.S0 
5,592 
5,616 
5,640 
5,652 
5.676 
5, 638 
5,712 

5, 724 

6. 743 
5,760 
5,784 
5, 790 
5,820 

5,832 
5,850 
5,868 
5,892 
5,904 
5,928 
5,940 
5,06,4 
5,978 


Approved For Release 2001/08/28 : CIA-RDP71B00364R0005001 2001 3-6 



Approved For Release 2001/08/28 : CIA-RDP71B00364R0005001 2001 3-6 

TRANSFER OF RETIREMENT CREDITS 7 

6 


"TABLE FOB DETERMINING MINIMUM ANNUITY BASE AND FAMILY MAXIMUM— Gon. 



I. 

U 1 

III 

(Average pay) ] 

(Minimum, annuity base) 

(Family maximum) 

1 / an employee’s average pay (as determined under 



paragraph 14) of this subsection) is— 

The amount referred to 

And the am mi nt referred 

— 


In tills paragraph is— 

to in section 8339(o) fc— 

At least— , 

But less Hi an— 



$9, 564 

#9,012 

$3, 132 i 

$0,000 

ft, 612 

9 , 660 

3,144 

6,024 

9, 660 

9,690 

3,159 | 

6,036 

ft, 69Q 

0, 744 

3,168 ; 

6.048 

6,744 

9,792 

3, 180 1 

6,072 

6,792 

9,840 

z, m 

0,090 

0,840 

9,888 

3,204 

6.108 

9,868 

9, 024 

3, 213 

6,120 

9, 924 i 

9,972 

3, 228 

6, 144 

6,972 

10,020 

3, 240 

6,168 

10, 020 

10,068 

! 3, 262 

6, 180 

10. 068 

10,116 

3, 264 

6, 204 

10, lit) 

10, 152 

3,276 

0, 216 

10, 152 1 

It), 200 

3,288 

6, 240 

10, 200 

10, 248 

3, 300 

6, 252 

10, 24k 

10,296 

3, 312 

6.276 

10,290 ! 

LO, 344 

3, 324 

6.288 

10.344 1 

10, 380 

3. 339 

6,318 

10,380 

10, 428 

3, 348 

fi, 324 

10,428 

10, 476 

3,360 

0, MS 

10, 47fi ! 

10, 624 

3, 37 i 

a, 3C0 

10, 624 

10, 572 

3, 384 

8, 3S4 

10, 672 

10, 608 

3, 399 

8,3W 

10, 60S 

10, 666 

3, 408 

0,420 

10, 050 ! 

10, 704 

3, 420 

0,432 

10. 701 

10, 762 

3,432 

6,456 

10, 762 

10, 800 

3, 444 


10, SO 0 


3, 459 1 

6, 480" 


1 Sec. 2. Section 8332 of title 5, United States Code, is 

2 amended by adding at the end thereof the following new 
*5 subsection : 

^ “ (1) Tn the case of an employee who after 1967 is 

5 separated from the service or transferred to a position in 
0 which he does not continue subject to this subchapter, if, at 

7 the time he or any of his survivors makes timely application 

8 for monthly benefits or a lump-sum death payment under 
y snbehapter II of chapter 7 of title 42 on the basis of his 

10 wages and self-employment income, neither he nor any of 

11 his survivors is entitled to immediate or deferred annuity 
t2 under this snbehapter on the basis of his Government service, 

13 that service after .Tune 30, 1966, may not thereafter he con- 

14 sidered service for the purpose of this subchapter. On request 
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1 

2 

3 

4 


5 

0 

7 


8 

9 

10 

11 

12 

13 


14 

15 

16 

17 

18 

19 

20 


21 


22 

23 

24 

25 


7 

l*y the Secretary of Health, Education, and Welfare in con- 
nection with any determination under subchapter TI of 
chapter 7 of title 42, the Civil Service Commission shall 
furnish a record of civilian service after June 30, 1966, in 
which an employee was subject to this subchapter or an 
earlier corresponding statute, and the basic pay attaching to 
that service, and shall certify whether the separated or trans- 
ferred employee or any of his survivors is entitled to im- 
mediate or deferred annuity under this subohapter on the 
Easts of that service.” 

Seo. 3. Section 8339 of title 5, United States Code, is 
amended by adding at the end thereof the following new 
subsections : 

“ (1) If after 1967 an employee retires under section 
8336 or 8337 of this title, his annuity is at least the smallest 
of — 

“(1) the minimum annuity base (as determined 
under section 8331 (18) of this title) ; 

“ ('2) the sum necessary to increase to the minimum 
annuity base the product of twelve times any monthly 
benefit under subchapter II of chapter 7 of title 42 to 
which he, is entitled or would be entitled on proper ap- 
plication; or 

“ (3) 80 per centum of the average pay. 

This subsection does not apply — 
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1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 
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8 

“(A) for any month before the month in which 
an employee retired under section 8336 becomes sixty- 
five years of age; or 

“(B) to service performed by an alien outside the 
United States, the Commonwealth of Puerto Rico, the 
Virgin Islands, Guam, and American Samoa. 

“ (m) If after 1967 an employee dies after completing 
at least five years of civilian service, or an employee who 
retired after 1967 under section 8336 or 8337 of this title 
dies, the annuity granted to the widow or dependent widower 
under section 8341 (d) of this title or to the surviving spouse 
under section 8341 (b) of this title is at least the smallest of — 
“(1) 75 per centum of the minimum annuity base 
for any month before the month in which the survivor 
becomes sixty-two years of age, and 82-j|- per centum 
of the minimum annuity base for any month thereafter; 

“ (2) the sum necessary to increase to the appli- 
cable percentage of the minimum annuity base set forth 
in paragraph ( 1 ) of this subsection the product of twelve 
times any monthly benefit under subchapter II of chap- 
ter 7 of title 42 to which the survivor is entitled or 
would be entitled on proper application; or 
“ (3) 80 per centum of the average pay. 

This subsection does not apply to — 

“(A) a surviving spouse under section 8341 (b) 


Approved For Release 2001/08/28 : CIA-RDP71B00364R0005001 2001 3-6 



Approved For Release 2001/08/28 : CIA-RDP71B00364R0005001 2001 3-6 

IQ TRANSFER OF RETIREMENT CREDITS 

9 

1 of this title when the retired employee did not elect to 

2 provide a survivor annuity or elected one based on less 

3 than the full amount of his annuity; 

4 “ (B) the annuity of a widow, dependent widower, 

5 or surviving spouse for any month before the month in 

ti which he or she becomes sixty-two years of age, unless 

7 for any such month an annuity is payable under section 

8 8341 (e) of this title to at least one child of the em- 

9 ployee who is under eighteen years of age or is in- 

10 capable of self-support because of physical or mental 

11 disability incurred before age eighteen; or 

12 “(C) service performed by an alien outside the 

13 United States, the Commonwealth of Puerto Rico, the 

14 Virgin Islands, Guam, and American Samoa. 

15 “ (n) If after 1967 an employee dies after completing 

16 at least five years of civilian service, or an employee who 

17 retired after 1967 under section 8336 or 8337 of this title 

18 dies, the annuity granted to each surviving child under sec- 

19 tion 8341 (e) of this title is at least the smallest of — 

20 “ ( 1 ) 75 per centum of the minimum annuity base; 

21 “(2) the s um necessary to increase to 75 per 

22 centum of the minimum annuity base the product of 

23 twelve times any monthly benefit under subchapter II 

24 of chapter 7 of title 42 to which the child is entitled or 

25 would be entitled on proper application ; or 
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1 “(3)80 per centum of the average pay. 

2 This subsection does not apply to service performed by an 

3 alien outside the United States, the Commonwealth of 

4 Puerto Rico, the Virgin Islands, Guam, and American 

5 Samoa. 

6 (o) When the total of annuities otherwise payable to 

7 all survivors of an employee or of a retired employee is 

8 greater than — 

(1) the amount appearing in column III of the 
table in section 8331 (18) of this title on the line on 
which appears in column II the lowest amount which is 
at least equal to his minimum annuity base; less 

(2) the product of twelve times the sum of all 
monthly benefits under subchapter II of chapter 7 of 
title 42 to which all the survivors are entitled or would 
be entitled on proper application; 

the total of annuities computed under subsections (m) and 
(n) of this section may not exceed the difference between 
items (1) and (2) of this subsection, and each annuity is 
reduced proportionately. However, this subsection does not 

21 

reduce the annuity of a survivor computed without regard to 

subsections (m) and (n) of this section. This subsection 

23 

does not apply to service performed by an alien outside the 

24 

United States, the Commonwealth of Puerto Rico, the Vir- 


9 

10 

11 

12 

13 

14 

15 

16 
17 


gin Islands, Guam, and American Samoa.” 
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io transfer of retirement credits 


U.S. Civil Service Commission, 
Washington, D.G., March 6, J967. 

lion. John W. McCormack, 

retirement system should have Zffl reUreL“ tern benefits 

social security system if they are not entitled to statt re tirenu it j , tion 

r Ti r 4 M 'Sto e b« “extendi to^embers of the uniformed sendees t to 

immmm ns 

force. Thin basic level of 

protection would l be ^ under which credits for an em- 

plovee’^ FedeKdTservicewoutd be transferred to the social security system if 

i^ksik m 

( 2 ) iTuarante^l benefit level, under which retirement system benefits 
that are paid would be raised to the extent necessary to ossure hat such 
Uenefits together with any OASDI benefits based on other work, will at least 
eciual the amount that would be payable if the Federal service had been 

The* t r'i imf er-ofored ^proposal contemplates amendment of the Social Security 
■Vet to ^provide that service under the civil service retirement sMem after Jtme 
•<n I'W.fi ito assure the 6 q uarters of coverage required for OASDI eligibi tyi 
shall'be ^considered covered employment under OASDI if neither the employee nor 
ids survivors are entitled to retirement system benefits when he dies, becomes 

made at the time the risk matures-that is 
when the employee dies, becomes disabled, or reaches retirement age without 
lirntoetion under the retirement system. For such cases, the retirement trust 
fund would reimburse the social security trust fund annually in an amount 
sufficient to meet that proportion of the cost of the social security benefits paid 
winch is attributable to Federal emxdoyment under the retirement system. 

" ^The retirmnen^svstem would refund retirement contributions to emidoyeeti (or 
their survivors! only to the extent that such contributions exceed the OASDI 
tax the employees would have paid after .Tune 30 , 1066 , if their Federalseriic 
after thatXte had l2<-n covered by social security. This “tax equivalent’’ would 
he withheld from refunds irrespective of whether social security benefits are 
or will lC payable and “ whether OASDI taxes are being paid on earnings from 

°* Jhie ^'guanfnteed benefit level proposal would apply only to persons entitled to 
benefits under the retirement system. It would create no new categories of 
beneficiaries: there would, for example, be no retirement system benefits f 
dependents of disabled retirees, none for dependent parents, and no supplem nt. 
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for wives. It would not apply to the surviving spouse of a deceased annuitant 
who did not elect a survivor annuity based on the full amount of his own annuity. 
Neither would it apply to foreign nationals employed abroad and covered by the 
retirement system. 

The proposed amendment to the retirement law provides annuity computation 
methods which guarantee that the overall retirement benefit (together with any 
OASDI benefit also due) paid to a retiring employee or to the survivors of a 
deceased employee or annuitant are not less than the OASDI benefit that would 
be payable if his Federal service had been covered by social security. If an 
employee died leaving a wife and children, normal civil service retirement bene- 
fits would be computed, then increased in any amount necessary to raise the 
retirement benefit to the social security level. The children’s increased benefit 
would be payable as long as they are entitled to benefits under the retirement 
system. The widow would receive the increased benefit until the children ceased 
to be entitled, at which time the guaranteed social security minimum would no 
longer be applicable and only the normal civil service retirement benefit would 
be paid to her. At age 62, the guaranteed social security minimum would again 
apply and her civil service retirement benefit, if below that level, would again 
be increased. 

Adoption of the recommended two-pronged approach would — without disturb- 
ing current benefit rights of present employees and without providing direct 
OASDI coverage — meet to a large extent the needs for basic retirement, survivor, 
and disability protection that are not now being met by the civil service retire- 
ment system. The proposal would assure all employees subject to that system 
that if they leave Federal service without retirement system protection, or if 
they lose such protection, their Federal employment will be credited under social 
security, giving them continuity of basic protection that is comparable to that 
afforded workers who move from one job to another in private industry. It 
would benefit career employees and their families by considerably improving 
survivor protection up to the time they have completed long periods of service, 
and by providing improved disability protection for many employees. It would 
not, however, provide unintended large increases in retirement benefits for long- 
service employees — such as might occur under a coverage-coordination plan— nor 
would it duplicate present protection. 

It is contemplated that the proposal, if approved, would become effective Jan- 
uary 1, 1968. 

We estimate the additional level annual cost, on a normal cost plus interest 
basis, at S155 million for the transfer-of-credit proposal, and $125 million for 
the guaranteed social security minimum proposal. The effect on the adminis- 
trative budget for fiscal year 1968 would be minimal, amounting to less than 
$3 million for additional benefits actually accruing between January 1 and 
June 30, 1968. 

The recomemnded legislation as now drafted excludes Members of Congress, 
but there would be no objection to extending the proposal to include them if the 
Congress should so desire. 

The Bureau of the Budget advises that this proposal is in accord with the 
President’s program. 

By direction of the Commission. 

Sincerely yours, 


T . Joiiv W. Macy, Jr., Chairman. 

Enclosure. 


SECTION AI, ANALYSIS 

TT ? h * ? r °P ose £ statutory changes involve the following sections of subchapter 
^ chapter 83 of title 5, United States Code, respecting civil service retirement 
Section 1 amends section 8331(8) of title 5, United States Code, by redefining 
lump-sum credit to effect withholding of the social security tax equivalent 
trom refunds paid in cases of separated employees and of employees who die 
survivors eligible for annuity. Sums so withheld will partially pay 
the cost of extending social security credits for the Government service (not 
fn retirement annuity title) involved, which credits will generally result 

in social security benefit advantage. 

Section 1 also amends section 8331 of title 5 by adding paragraphs 17 and 18. 
laragraph 17 defines “tax equivalent” as the amount of social security tax the 
employee would have paid had his Federal service been covered by the Social 
Security Act. Paragraph 18 defines “minimum annuity base” as an amount cor- 
responding to the benefit which would be payable to the retired employee or to an 
77-204 0—67 2 


Approved For Release 2001/08/28 : CIA-RDP71B00364R0005001 2001 3-6 



Approved For Release 2001/08/28 : CIA-RDP71B00364R0005001 2001 3-6 

14 TRANSFER OF RETIREMENT CREDITS 

employee’s or annuitant's survivors had his Federal service been covered by the 
Social Security Act, , , . ,, 

Section 2 amends section 8332 of title 5, United States Code, by inserting a 
new subsection which bars retirement credit for Federal service after June 1966 
in the case of an employee separated after 1967 if neither he nor any survivor 
has annuity title at the time a social security benefit would become payable to 
him or a survivor. This would open the way to giving social security credit 
for the Federal service involved. 

Section 3 amends section 8339 of title 5, United States Code, by inserting new 
subsections (1), (m), (n), and (o). These new subsections provide computation 
methods which guarantee that the overall retirement benefit payable to a retiring 
employee or to the survivor (s) of an employee or annuitant shall not be less than 
that payable under title II of the Social Security Act if the Federal service had 
been covered by that act. The overall benefit of course takes into consideration 
any social security benefit also due. This provision will generally improve sur- 
vivor and disability protection for employees with relatively short service. It 
is not intended to create new categories of persons eligible to receive civil service 
retirement benefits nor to guarantee payments at levels which would reflect social 
security payments with respect to persons not eligible for retirement benefits. 

Some employees working outside the United States or its possessions who are not 
covered by social security and surviving widows and widowers not designated 
to receive a benefit based on the employee’s full annuity are not covered by the 
provision. 


Executive Office of the President, 

Bureau of the Budget, 
Washington, D.C., March 20, 1907. 

Hon. Thaddeits J. Dulski. 

Chairman, Committee on Cost Office and Civil Service, Souse of Representatives, 
Washington, D.C. 

Hear Mr. Chairman: Reference is made to the committee’s request for the 
views of the Bureau of the Budget respecting H.R. 6784, “To amend subchapter 
III of chapter 83 of title 5. United States Code.” 

The purpose of the bill is twofold : to guarantee to Federal employees subject 
t<» the civil service retirement system minimum survivor, disability, and retire- 
ment annuity benefits not less than would have been paid if their Federal service 
had been covered under the social security system ; and to authorize the transfer 
of Federal service credits to the social security system in the case of short-term 
employees who leave the service, die, or become disabled before becoming eligible 
for the protections which the civil service retirement system affords long-service 
employees. Parallel amendments to the Social Security Act required to accom- 
plish the transfer of credit are included in H.R. 5710 now pending in the House 
Committee on Ways and Means. 

The bill thus implements the recommendations made by the President’s Cabinet 
Committee on Federal Staff Retirement Systems that the existing deficiencies 
in benefit levels and the gaps in basic protections under the civil service staff 
retirement system be corrected by providing for transfer of credit and for a 
guaranteed minimum annuity equal to that provided under social security for 
th© same service. 

The President endorsed the recommendations of his Cabinet Committee in his 
pay message of March 7. 1966, and the Bureau of the Budget accordingly strongly 
recommends tile hill to the favorable consideration of your committee as its 
enactment would be in accord with the program of the President. 


Sincerely yours, 


Wilfred H. Rommel, 

Assistant Director for Legislative Reference. 


Mr. Daniels. The subcommittee is pleased to have as its first wit- 
ness this morning the Chairman of the U.S. Civil Service Commis- 
sion, Hon. John W. Macy, Jr. 

Mr. Macy. Thank you very much, Mr. Chairman, members or the 
subcommittee, 

I am accompanied today by Mr. Andrew Ruddock, the Director 
of the Commission’s Bureau of Retirement and Insurance. 
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It is a pleasure for me to open these hearings on this very impor- 
tant legislation. _ , , 

With your permission, Mr. Chairman, I would like to read a state- 
ment with respect to this bill,, and also to present a supplementary 
chart explanation of the bill as the opener in my testimony. 

Mr. Daniels. I would like to also add, and I recommend this to 
the members of the subcommittee, that we permit Mr. Macy to read 
his statement in full, and then question him upon the completion of 
that statement. 

Mr. Macy. Thank you very much. 


STATEMENT BY HON. JOHN W. MACY, JR., CHAIRMAN, U.S. CIVIL 

SERVICE COMMISSION; ACCOMPANIED BY ANDREW RUDDOCK, 

BUREAU OF RETIREMENT AND INSURANCE 

Mr. Macy. The Civil Service Commission has long shared with 
t his subcommittee concern about certain deficiencies in the disability 
and survivor protection afforded by the civil service retirement sys- 
tem. I welcome the opportunity to discuss the proposal which you 
have introduced, Mr. Chairman, to remedy these shortcomings, lhe 
action your bill (H.R. 6784) calls for is an important part, of the 
President’s program for older Americans, set forth in his message of 
January 23, and it has his full support. , . 

I might add, Mr. Chairman, that H.R. 6784 is, m effect, a companion 
bill with H.R. 5710, which is presently receiving the attention of the 
House Ways and Means Committee, because that bill provides for the 
necessary amendments of the Social Security Act in order to accom- 
plish the related changes to those proposed in your bill, H.R. 6784. 

The civil service retirement system has long been a pacemaker for 
the purpose it was originally designed to serve — protection for the 
long-service career employee. It still serves that original purpose in 
an excellent fashion. It provides superior protection for the survivors 
of long-service employees, but it is inadequate in certain other respects. 
It is notably inadequate with respect to benefits for employees with 
short service and with respect to employees who move between Federal 
employment and other work, . . 

Federal employees, and their families, are not eligible for any civil 
service retirement benefits until the employee has completed 5 years 
of civilian service. We estimate that at the present time almost half 
a million employees — one-fifth of the Federal work force— do not meet 
that requirement, and so lack retirement system protection for them- 
selves and their survivors. 

We estimate that another three-quarters of a million — 30 percent 
of the work force — wdio do have retirement system protection have 
such short service that if they died, their survivors’ annuities would be 
less than would have been payable if their service had been covered by 
social security rather than the retirement system. 

In addition, there are large numbers of employees who shift between 
Federal and private employment. Last year alone, for example, we 
paid refunds to 130,000 employees who left Government; in the same 
year, we took back into Government — that is, employees who served 
m the Government, had left, and w r ere now returning — by reinstate- 
ment alone, 91,000 employees. This, we feel is ample evidence of the 
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degree of in-and-out movement there actually is. Employees who 
leave Government immediately lose the disability and survivor pro- 
tection of the retirement system, and they may not work long enough 
under social security to qualify for its benefits. Many who shift be- 
tween Federal and private employment become eligible for benefits 
under only one system, and lose credit for the years of service they had 
under the other. Some few may wind up without eligibility for "bene- 
fits under either system. 

For many years we have sought satisfactory means of correcting 
these deficiencies through establishment of various types of relation- 
ships with the social security system. All such proposals have failed 
of enactment. The proposal under discussion here today will go a 
long way toward assuring F ederal employees the basic protection which 
the social security system provides for non-Federal workers; yet it 
will maintain the retirement system’s present independence of the 
social security system. 

The proposal, recommended to the President last year by his Cabinet 
Committee on Federal Staff Retirement Systems, and endorsed by 
him, both last year and now, is simple in concept. Briefly, we propose 
that employees subject to the civil service retirement system be guar- 
anteed survivor, disability, and retirement protection at least as high 
as that which the social security system provides the rest, of the Nation’s 
work force. 

This objective would be accomplished through a double-barrelled 
approach : 

(1) A (ransfer-of -credit provision, under which those who do not 
have retirement system annuity rights when they die, become disabled, 
or reach retirement age would have credit for their Federal service 
transferred to the social security system. They would thereby acquire 
social security protection, exactly as if their F'ederal service had 
actually been under social security. 

(2) A guaranteed-benefit provision, under which those who are 
entitled to retirement system annuity benefits at the time of death, 
disability, or reaching retirement age would be guaranteed retirement 
benefits which, added to all OASDI benefits payable on the basis of 
other employment, at least equal the OASDI benefit that would have 
been payable to him or his survivors if the Federal service had been 
covered by social security. The proposed amendment to the retire- 
ment law provides annuity computation methods that will guarantee 
this result. 

If the proposed legislation is adopted, if will fill the major gaps 
in protection of those who are not eligible for retirement system bene- 
fits. It will provide adequate benefits for short-term employees, and 
their surviviors, who are eligible for immediate retirement system 
benefits. It will involve no reduction in civil service retirement bene- 
fits, and no changes in retirement system eligibility requirements. 

As now drafted, the proposal excludes Members of Congress, but 
there would be no objection to including them if they so desire. 

The transfer-of-credit provision contemplates amendment of the 
social security law to provide that employment under the civil service 
retirement system after June 30, I960- -to assure the 6 quarters of 
coverage required for OASDI eligibility— shall be considered covered 
employment under OASDI if neither the employee nor his survivors 
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are entitled to retirement system annuity benefits when he ^ 

abled, or reaches retirement age. At that time he, or his . ’ 

would annlv for social security benefits. Upon request of the bocial 
Security^ Administration, the employee’s credit for service alter June 
30 1966 would be transferred to the social security system, and he 
and his ’family would thereafter be treated as social security bene- 

fiC Thlf retirement trust fund would reimburse the social security trust 
fund annually, in an amount sufficient to meet that proportion of the 
S of all social security benefits paid during that year which was 
attributable to Federal employment under the retirement system 
This cost would be met in part by withholding a tax equivale 
from the retirement contributions refunded to separated employees o 
their survivors. The Commission would refund retirement t contn- 
butions only to the extent that such contributions exceed the OASDI 
tax the employees would have paid for Federal service after June 30, 

1966 if their Federal service after that date had been covered by so- 
cial security. This tax equivalent would be withheld irrespective of 
whether social security benefits are or will be payable, and irrespective 
of whether OASDI taxes are being paid on earnings from othei em- 

Pl ?ostate it another way; the funds transferred from the retirement, 
system to the social security system will be only the proportionate 
amount of the cost of social security benefits actually paid that is at- 
tributable to the Federal service under the retirement system Neither 
service credits nor funds will be transferred until the employee dies, 
becomes disabled, or reaches retirement age, and then only tor those 

who apply for OASDI benefits. , 

The guaranteed-benefit proposal would amend our retirement law 
to set annuities, for employees and survivors, at levels equivalent to 
those proposed by the President for future social security beneficiaries, 
less any amounts of social security benefits payable on the basis of 
other work. These minimums would be incorporated in the retire- 
ment law itself, which would spell out the conditions under which 

th If the° sociaTsSrity benefit levels proposed by H.R. 5710 are scaled 
down by Congress, below the level proposed by the President, we 
would expect to scale down our guaranteed benefit, too. When social 
security benefit levels change in the future, the retirement law would 
also need to be changed if we wish to match the new social security 

pvyglg. 

The guaranteed-benefit provision would apply only to persons en- 
titled to benefits under the retirement system. 

It would create no new categories of beneficiaries. Ihe retirement 
system would pay annuity benefits to the retired employee only, and 
not to his family, as long as he is alive, even though the social security 
system pays benefits to wives, children, and, as proposed by H.K. o71(), 
dependent parents of living social security beneficiaries. 

The proposal would not apply to the spouse of a deceased annuitant 
who did not elect a survivor annuity based on the full amount of his 

own annuity. . , , . . . 

It would not apply to foreign nationals employed abroad who are 
covered by the retirement system. They are not covered by the social 


Approved For Release 2001/08/28 : CIA-RDP71B00364R0005001 2001 3-6 



Approved For Re^^ F ^VP^29i^iKP^ 1 |^ 364R000500120013 - 6 


^onKhfnf 6 " 1 ’ and many ? f i h T’ especially those with short service, 
*3 vl^V? ^warranted advantage under this guarantee which 
d be unduly high by the standards of many countries. 

", n d neither would it, apply to a person leaving the Federal service 
and retaining his right to annuity at some future date, that is to a 

i S "u h a P erson : at retirement age. would be en- 
titled to the normal ci vil service retirement system benefit. If he died 
before reaching retirement age, there would be no survivor benefit 

would L nv^il te r f ,r « ment . system. His Federal service, however, 
would be available for transfer to the social security system 

•md etofd™ part 0f i ihe li roposal - if an employee, died leaving a wife 
’ n0rnul c,vl] service retirement benefits would be com- 
mS mcreased in any amount necessary to match the guaran- 

W " The *-‘i , L dren s ] P creased benefit would be, payable so 
long as they are entitled to receive civil service annuities. The widow 

r i r T VP her increased benefit until the last of the children reached 

a i Wh, m r r T lal f eo “ rity benefits would stop in 
; i ']' SP h. a , nd ". oul . (l then drop back to the normal retirement 
S" 1 levp b When she became 62, the guaranteed benefit-level pro- 
vision would again apply and her civil service retirement benefit, if 
below that, level, would again be increased. 

If, in the example cited, the widow and children were also eligible 

lrenefhsto “S™ y 1>on 1 efits - 0,1 the basis of other service, and those 
benefits plus the normal retirement system benefits equaled or exceeded 
the guaranteed benefit established by the proposed legislation, the 
guaranteed -benefit-level provision would not. apply. In that case, 
the family would get from the retirement system the normal civil 

3vt,l ,ln ' from the social security system, whatever social 
security fcx neht was payable for the other service. 

1 said earlier that the proposal is simple in concept. It is. As you 
In'lnniw™ the examples cited, however, it, will lie far from simple 
n application. There are many questions to which we do not vet 
have answers, and there will be many problems which can be worked 
out only in actual operation. These problems result from combin- 
mto one system the social insurance principle that all who work 
s inula be assured an acceptable level of family income that continues 
after the workers earnings are cut, off by retirement, disability, or 
death; and the staff retirement principle that annuity benefits are 
determined by length of service and salary rather than by need. These 
problems can be worked out. 

1 would like to show you now the effects of the proposal in 
hDicci/cu cases. 


u f plke a PFS-4 postal clerk, for example. The first table 
attached to your copy of my prepared statement applies to the em- 
ployee whose average salary is $6,000 and who has 5 or more years of 
^.^alservme. The figures in the first, column show the benefits 
which this legislation would guarantee to him and his survivors under 
various circumstances. In some cases the full amount would come 
trom the retirement system. In other cases a part of it might come 
from the social security system. But in all cases at least these amounts 
would r>e payable under the circumstances listed. They are the same 
amounts recommended by the President, for future social security 
beneficiaries and are incorporated in the proposed amendments to the. 
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OomSiSr^L^ n °7 considered by the Ways and Means 

Committee. They do not vary with length of service. 

ihe columns at the right show the annuity payable under our pres- 
ent law, assuming varying lengths of service. From the fiZres Tn 
them you can see that, the guaranteed benefit will do little or nothing 
ZniZ long-service employee, himself. It can, however, produce 
appreciably higher annuities for his survivors. Look, for example 

the* Z 2 ?" year u an ' If l 'r dies > le ' avin g a widow and three children’ 
the totai annuity payable to the family under our present law is 

V, ’ l8 ° , a year ; under the proposed legislation, the family would be 

nbhfft fh ltlCOm t°,! $4, i 60 a year ’ Tbis sam e amount would be pay- 
a Z® • f the man had only 5 years of service; under present law P the 
survivors of the 5-year man would get $2,232. 

^rniSV* th ? disabili ty picture, a 40-year-old man who becomes 
Sltfon Th n i y y ear s ofservice would not gain from the proposed 
legislation. The reason is that we already have a guaranteed dis- 
ability annuity which in this particular instance works out to be 
uglier than that proposed for the social security system. The formula 
tor our^ntoed disability annuity, however, does not give ™ 
yeai-old man m the same situation as good a break, and such a man 
who became disabled would benefit from this proposed legislation, 
ini’ in . so ™ cn'cu mstan ces, a social security benefit will be payable 

otW e than S F^ S'? serv , lce - That employment with some employer 
other than Federal employment, and virtually every employer m the 

land has employees covered by social security. If that benefit plus 
the civil service annuity, adds up to less than the figure shown on 
the appropriate line m the left-Iiand column, the annuity “ be 
increased in whatever amount is necessary to bring it up to the guar- 
fZZ Z 6 ' If t ^ 6 s . oclal S6curit y benefit, plus the normal civillserv- 

g “ a “ nt<,e<1 ,6V61 ’ ™er- 

The other tables show the effects of the provision on emolovees 
$30^0Qa , " year average Salary is $4 ’ 00() ; $10,000; $15,000 ; $20,000, and 
(The tables referred to are as follows:) 

Table l.-Illustrattom t of guaranteed lenefit levels under proposed legislation 
{H.R. 6184 ) and benefits under present retirement law 


HIGH 6-YEAR AVERAGE SALARY— $0,000 
Retired employee 

Optional: 

Annuity before age 65 

mi a B© 65 and over 

Disability: 

Age 40... 

Age 50 


6 or more 
years of 
service 
under 
H.R. 
6784 1 


Survivors 3 

Widow under age 62, and— 

3 children 

2 children 

1 child ”1111 

No children ~I”I” 


(*) 

$2, 172 

2,172 
2, 172 


4, 560 
4,560 
3, 264 
0 ) 


Present civil service retirement law 


5 years 


12 years 


20 years 


$444 

444 

2,388 

1,660 


2, 232 
1,672 
912 
252 


$1, 188 
1,188 

2,364 

2,364 


2, 652 
1, 992 
1,332 
672 


$2,124 
2, 124 

2, 340 
2,340 


3, 180 
2, 620 
1,860 
1,200 


30 years 


$3,288 

3,288 


3,288 


3,840 
3, 180 
2,520 
1,860 


41 years, 
11 

months 

and 

over 


$4,596 
4, 696 


4,620 

3,960 

3,300 

2,640 


See footnotes at end of table, r> ' ’ ’ 
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Table I. — Illustrations of guaranteed benefit levels under proposed legislation 
(H.R. 6784) and benefits under present retirement law — Continued 


HIGH 5-YEAR AVERAGE SALARY— $6,000 — 

continued 

Survivor 8 3 — Continued 

Widow age 62 and over, and— 

3 children 

2 children 

1 child 

No children 

No widow, and— 

3 children 

2 children 

1 child 


HIGH 5-YEAR AVERAGE SALARY— $4,000 

Reiired employee 

Optional: 

Annuity before age 66 

Annuity at age 65 and over 

Disability: 

Age 40 

Age 50 


Survivors 3 

Widow under age 62, and — 

3 children 

2 children 

1 child 

No children 

Widow age 62 and over, and- 

3 children 

2 children 

1 child 

No children 

No widow, and — 

3 children 

2 children 

1 child 


HIGH 5-YEAR AVERAGE SALARY — SI 0,000 

Retired employ eee 

Optional: 

Annuity before age 65 - 

Annuity at age 65 and over 

Disability: 

Age 40 --- 

Age 50. 


Survivors 3 

Widow under age 62, and — 

3 children 

2 children 

1 child 

No children 

Widow age 62 and over, and- 

3 children 

2 children 

1 child — 

No children 

No widow, and— 

3 children — 

2 children 

l child — 


HIGH 5-YEAR AVERAGE SALARY— $16,000 

Retired employee 

Optional: 

Annuity before age 65 - 

Annuity at age 66 and over _ 
Disability: 

Age 40 — — 

Age 50. - 



Present civil service retirement law 

years of 
service 
under 
II.R. 

6784 1 

1 

5 years 

12 years 1 

20 years 

30 years 

11 years, 

11 

months 

and 

over 

$4,560 

4,560 

3,420 

1,788 

$2, 232 
1,572 
912 
252 

$2,652 
' 1,992 
1,332 
672 

$3, 180 
2,520 
1,860 
1,200 

$3, 840 

3, 180 
2,520 

1, 860 

$4,620 

3, 960 
3,300 
2,640 

4,560 

3,264 

1,632 

2,376 

1,584 

792 

2, 376 
1,584 
792 

2,376 

1,684 

792 

2, 376 
1,584 
792 

2,376 

1,584 

792 

( Z ) „ 
1,656 

1,656 

1,656 

312 

312 

1,596 

816 

816 

1, 584 

1, 584 

1, 440 

1, 440 

1,560 . 
1,560 

2,220 

2,220 

3, 120 

3, 120 

2,220 . 




3, 192 

3, 192 

2, 496 

( 2 ) 

1,764 

1,500 

840 

180 

2,040 

1,776 

1, 116 
456 

2, 400 

2, 136 

1, 476 
816 

2,832 

2,568 

1,908 

1,248 

3, 348 
3,084 
2,424 
1,764 

3, 192 
3, 192 
2,616 
1,368 

1,764 

1,500 

840 

180 

2,040 

1,776 

1,116 

456 

2,400 

2, 136 
1,476 
816 

2,832 

2, 568 
1,908 

1, 248 

3, 348 

3, 084 
2,424 

1, 764 

3, 192 
2, 496 
1,248 

2,016 

1,584 

792 

2,016 

1,684 

792 

2, 016 
1,584 
792 

2,016 

1,584 

792 

2, 016 
1,584 
792 

m 

3,240 

3, 240 

732 

732 

3,984 
2, 604 

1,980 

1,980 

3,528 

3,528 

3,912 

3,912 

5, 328 
5,328 

7,476 

7,476 

3,948 

5, 328 


3, 240 


6,168 
0,168 
4, 872 
( 2 ) 

2,388 

1,728 

1,068 

408 

3,096 

2,436 

1,776 

1,116 

3, 972 
3,312 
2,652 
1,992 

l 5,076 

4,416 
3, 756 
3,096 

6, 384 
5, 724 
5,064 
4,404 

6,168 
6,168 
5, 112 
2, 676 

2,388 
1,728 
1,068 
, 408 

3,096 

2,436 

1,776 

1,116 

3, 972 
3,312 
2, 662 
1,992 

5,076 
4, 416 
3, 756 
3,096 

6,384 

5,724 

5,064 

4,404 

6,168 
4, 872 
2, 436 

2,376 

1,584 

792 

2,376 
1,584 
! 792 

2, 376 
1,584 
792 

2, 376 
1,584 
792 

2,376 
1, 584 
792 

( 2 ) 

3, 45f 

.. ... 

1,092 
i 1, 092 

! 2,964 

! 2,964 

5, 18C 
t 5, 16C 

1 5, 724 

1 5, 72' 

1 7, 86C 

) 7,86C 

> 11,076 

) 11,076 

[ 3,450 | 

> 1 5.92S 

[ 7, S6t 


3,456 | 3,911 
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Table i. illustrations of guaranteed benefit levels under proposed legislation 

{H.R. 6184) and benefits under present retirement law Continued 


HIGH 6-YEAR AVERAGE SALARY — $15,000- 
continued 


5 or more 
years of 
service 
under 
H.K. 
6784 1 


Survivors 6 * 8 
2, and— 


Widow under age t 

3 children - 

2 children — 

1 child- 

No children 

W^dow age 62 and over, and — 

3 children 

2 children 

1 child - 

No children 

No widow, and— 

3 children 

2 children 

1 child. 


HIGH 5-YEAR AVERAGE SALARY — $20,000 

Retired employee 

Optional: 

Annuity before age 65 

Annuity at age 66 and over 

Disability: 

Age 40 

Age 60 


/Swry^ora 8 

Widow under age 62, and— 

3 children 

2 children - 

1 child 

No children 

Widow age 62 and over, and— 

3 children 

2 children 

1 child 

No children 

No widow, and— 

3 children 

2 children - 

1 child - 


HIGH 6-YEAR AVERAGE SALARY — $30,000 
Retired employee 

Optional: 

Annuity before age 65 

Annuity at age 65 and over 

Disability: 

Age 40. . 

Age 50 


Survivors 3 

Widow under age 62, and— 

3 children 

2 children 

1 child 

No children - — 

Widow age 62 and over, and— 

3 children - 

2 children - 

1 child 

No children. 

No widow, and — 

3 children 

2 children 

1 child 


Present civil service retirement law 


6 years 


$6, 480 

6, 480 

5. 184 

< 2 ) 

6, 480 
6, 480 

5, 448 

2,856 

6, 480 

5. 184 
2, 592 


( 2 ) 

3,456 

3,466 
3, 456 


6,480 

6, 480 

5, 184 

( 2 ) 

6, 480 

6,480 
6, 448 

2, 856 


6, 480 

5,184 

2, 692 


( 2 > 

3, 456 

3, 456 
3, 456 


6, 480 
6, 480 

5, 184 

( 2 ) 

6, 480 
6, 480 
5, 448 

2, 856 

6, 480 

5, 184 
2, 592 


12 years 


$2, 604 
1,944 
1,284 
624 

2, 604 
1,944 
1,284 
624 

2,376 

1,584 

792 


1,464 

1,464 

7, 968 
5,208 


2,808 
2, 148 
1, 488 
828 

2,808 

2,148 

1,488 

828 

2,376 
1, 684 
792 


2, 196 
2, 190 

11, 940 
7,824 


3, 216 
2,556 
1,896 
1,236 

3, 216 

2,656 
1,896 
1,236 

2, 376 
1, 584 
792 


20 years 30 years 


$3, 648 
2, 988 
2, 328 
1,668 

3,648 
2,988 
2, 328 
1,668 

2, 376 

1,584 
792 


3,912 
3, 912 

7,860 
7, 860 


4, 212 

3, 552 
2,892 
2,232 

4, 212 
3, 652 
2, 892 
2, 232 

2, 376 

1,584 
792 


5, 736 
5, 736 


11,664 

11,664 


5,316 

4,656 
3,996 
3, 336 

5, 316 

4, 656 
3, 990 
3, 336 

2, 376 

1,584 
792 


$4, 968 
4,308 
3, 648 

2, 988 

4,968 

4,308 

3, 648 
2, 988 

2, 376 

1,584 
792 


6, 792 
6,792 

7,548 
7, 548 


5,964 

6.304 
4, 644 
3,984 

5,964 

5.304 
4, 644 
3,984 


2, 376 
1, 684 
792 


10, 056 
10, 056 

11, 184 
11, 184 


7,956 
7,296 
6, 636 
6, 976 

7, 956 
7, 296 
6, 636 
6, 979 

2, 376 

1,584 
792 


41 years, 
11 

months 

and 

over 


$6, 624 
5, 964 
5, 304 
4, 644 

6,624 

5,964 

5, 304 
4, 644 

2, 376 
1,684 
792 


10, 392 
10, 392 


10, 392 


8,172 
7, 512 
6, 852 
6, 192 

8,172 

7,512 

6,852 

6,192 

2,376 

1,584 

792 


15, 456 
15, 466 


15,456 


11,256 
10, 590 
9, 936 
9,276 

11, 256 
10, 590 
9, 930 
9, 276 

2,376 

1,584 

792 


7, 920 
7,260 
0,600 

8, 580 
7,920 
7, 260 
6,600 

2,376 
1, 584 
792 


14, 676 
14,676 


10, 776 
10, 116 
9,456 
8,796 

10,776 
10, 116 
9, 456 
8, 796 

2,376 

1,584 

792 


21,876 

21,870 


15, 180 
14, 520 

13, 860 
13, 200 

15, 180 

14, 620 
13, 860 
13, 200 

2, 376 
1,584 
792 


i The amounts payable under II. R. 6784 would be reduced by all monthly social security benefits payable 
to the Individual, but not below present CSR law. 

1 Wkiow^ateo includes a widower who is eligible to receive survivor annuity. 
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*4 TRANSFER OF RETIREMENT CREDITS 

Mr. Macy. The guaranteed-benefit, provision would work out rHf 
feren y m various situations, of course. Generally, ii will benefit 
most the employees with 5 to 20 years of service, and siirvivino- families 

,rpn ’ “ f ' aS6S in Which social purity bmefitsare 

int™7hSVt«i« dit ur ial l eVel / Uinual cost on il n ‘>™al oost-plua- 
n terest usis at $155 million for the transfer-of-credit provision and 

!M-o million for the guaranteed-benefit-level provision. 

seeuritr hiw R win eS bv nil- HnC li ltS C ° lnpanion amendments to the social 
. .curiry law will— by filling the gaps m protection under the civil 

rrrrT"* 7 Stem lin f the noor of benefits payable— 

: Heast m H P l 0yeeS their survivors basic income protection 
j ' ^ e<lllal to * lmt Provided for the rest of the Nation’s work force. 

Jt will assure those who leave the service without entitlement to 

madXt tlieir F iU r U i ty be ? efits ’ !U , Kl those who lose ^ch entitle- 
vill 1 Federal service can he credited for social security. 

, L Vl !m W bciuit ly unprove survivor benefits, especially where there 
r i (Gits of nre lit ' ' 7 these without disturbing current benefit 

™™l ■S e, t 1 ° yee fi a,Kl wltho,l f creating the windfalls that 
some could realize from other approaches. It is less costly to the 

l7™ n t T. ° f , the Va ™ ,ls a PProaches, considered through 

^ desired objectives. We strongly 


*• ' iwc ci 

endorse the proposal, and urge its early enactment. 
1. would like now, Mr. (Chairman, if *" 


eiititlprl ‘ £ T„ „ f ’ V 'n ""‘"“"m l f t ma y, to turn to the pamphlet 
entitled Fi.insfer of Credit and Guaranteed-Benefit Proposal’' 1 

1 Ins vve describe in our jargon as our coloring book on this particular 

short ^hi hi T ^ * on . t suggest that any colors be inserted, but this is our 
S bolt Libel description. I believe that this document will highlight 
he basic features of this proposal in a fashion that perhaps will aid 
m our general understanding of it, * 

The basic problem that this proposal is designed to solve is the 

wav b of m nrVT many °5 °T ^ ederal employees having too little in the 
w ay of pi otection, particularly protection for survivorship. In turn- 

tlie probleni 16 ^ * de P !Un p]ilet you will see the dimensions of 

At the present time, approximately 20 percent of Federal employees 

S Se 7, ,Ce f fc,rement P rot «c«on because their service has 
amounted to less than .» years, or expressed in other terms, they do not 

vested riirtt^Sl *7 T service retirement protection, because those 
Wc Sj'ts are not achieved until o years of service is completed, 
lie estimate that another 30 percent of Federal employees have 

£1 TS.STT* p T- ectl0n that is at levels below the social 
, ■ eht l f vels - This group is made up predominantly of 
short-service employees, those with 5 to 20 years of service, and of 
those employees who receive lovyer salaries or wages, and who, be- 
cause of the working of the civil sendee retirement system, on the 
basis of length of serv.ee and salary levels have not earned an annuity 
leu.l that would he the equivalent of the social security levels. Fifty 
percent of our employees have protection which we evaluate as very 
t0 ex< eP< mt, and they are, for the most part, the longer service 
( mployees and those who receive higher sal aries. 


1 ^ ep reproduction of this pamphlet on pp. 20-36. 
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TRANSFER of RETIREMENT CREDITS 2 6 


To illustrate the extent of movement in and out of the Federal serv- 
ice, we ran a check to see the volume of refunds that we pay to Federal 
employees who were separated in fiscal year 1966, and we found that 
130,000 took refunds from the civil service system when they separated. 

We found another figure which has tended to surprise us, and that is 
that 80 percent of Federal employees who leave the service, and who 
have funds in the retirement plans, withdraw those funds at the time 
they leave Federal employment. We also found that 90,000 former 
Federal employees, with retirement rights, returned to the Federal 
service during the past year. Presumably, those are individuals who 
had some civil service retirement previously, left it, withdrew their 
money, then went into private employment or employment in some 
other social security covered activity, and were, in all probability, un- 
der social security. 

Now, the proposal, first of all, involves those who have no title to 
civil service retirement. If they have no title, the transfer of credit 
provision applies, and the individual is treated as having eligibility 
for the social security benefit that he would have earned from his 
service in Federal employment. Secondly, if the individual is en- 
titled to a civil service retirement benefit, he would be assured of a guar- 
anteed benefit level, so that the normal civil service benefit to which 
he is entitled, would be raised as necessary to assure that he received 
an income equivalent to that proposed for future social security bene- 
ficiaries, so that we arc dealing in this double-barreled program with 
two targets. One target is for those who have no entitlement to civil 
service retirement, and therefore would not be eligible for any benefits 
under the present system, and we are also aiming at the other target 
which is those who have an entitlement that is so small that it is less 
than the benefit of those who are under social security. 

I want to point out that there is no civil service retirement benefit 
for dependents of living persons, although there is under social 
security. I emphasize this to emphasize one point in this plan that 
could be conceivably misunderstood, and that is that there are no 
added benefits, basic benefits, that are not already in the civil service 
retirement system. So we are not taking over all of the benefits 
that are in social security, but merely applying the social security 
levels for those benefits that now exist in the civil service retirement 
system. 

Now, in order to illustrate how the transfer of credit proposal 
would work, the next page, I think, is helpful. We indicate that if 
the individual is not entitled to civil service retirement benefits at 
death, disability, or retirement age, the employee or his survivors 
apply for social security benefits. Social security secures from the 
Civil Service Commission the service history of the employee, and 
pays on the basis of that history as though the eligibility were the 
same as that of a social security beneficiary. 

Social security then bills the civil service retirement fund annually 
for the proportionate cost of social security benefits that are attribu- 
table to civil service retirement service, and the Treasury makes the 
necessary transfer between the two trust funds. I think it is im- 
portant to note another feature of the proposal, and that is that the 
civil service retirement system would, under this proposal, refund 
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24 TRANSFER OF RETIREMENT CREDITS 

retirement contributions that are in the fund, less tlxe tax equivalent 
under social security, for service of the individual in the retirement 
system, subsequent to June 30, 1966. 

Now, that particular date was selected in order to make it possible 
for the individual to have six covered quarters, 18 months, a year 
and a half, prior to the effective date of this proposal, which is 
January 1, 1968. 

The next page is a bit of a graphic on how this will work. It 
reiterates the points that I have made. You see, in the left column, 
that the employee who has been in the Government under civil service 
retirement, presently contributes 6 i / 2 percent of his salary to that 
interesting looking civil service fund on the right hand side of the 
page; that 6 V 2 percent is matched by appropriated funds that rep- 
resent the payroll of the employing agency. 

If the individual elects to leave the Government, and desires a 
refund as 80 percent do, under this plan he would receive a refund 
of his contributions, less the tax equivalent that he would have paid 
if he had been an employee under social security during the par- 
ticular period of covered employment. 

Then the third step is where this individual works under social 
security for another employer. 

Under that arrangement, he pays the OASDI tax, in accordance 
with the schedule that is in the Social Security Act at the present 
time, or modified by any legislation that is under consideration now, 
and that in turn is matched by the employer under the same per- 
centage of payroll, and that flows into the social security trust fund. 

When the individual retires under social security, or when a sur- 
vivor is eligible for social security, the trust fund pays the benefit from 
the fund in accordance with the benefit scale of social security for the 
social security covered period plus the civil service retirement period, 
and the civil service retirement fund pays into the social security trust 
fund an amount equivalent to the proportionate cost. Now, the pro- 
portionate cost would be determined by the proportion of the total 
work period that constitutes Federal service. 

Our estimate is that the added cost on a level annual basis, which 
is normal cost plus interest, would run to $155 million for that par- 
ticular feature. 

To summarize, the transfer-of-credit proposal will help employees 
with less than 5 years of service, and their survivors — those who do 
not establish any eligibility or entitlement for civil service retire- 
ment benefits. It will help those who lose civil service retirement 
entitlement, those who withdraw their funds from the system, and 
therefore are not covered by any system except social security under 
this arrangement. This would be particularly beneficial for their 
survivors. 

Thirdly, it will help survivors of those entitled to deferred annuity 
who die before retirement age. Those are the individuals who have 
accumulated service, who elect, we believe very wisely, to leave their 
money in the fund, with the anticipation that they will receive a 
deferred annuity at age 62, but during the waiting period, the civil 
service retirement system does not provide any coverage for survivor- 
ship benefits for those individuals. Under this system for transfer 
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of credit, it would mean that the survivors of those individuals would 
be eligible for social security benefits during that period of time. 

The guaranteed benefit is for those who have a civil service retire- 
ment entitlement, and it forms a warranty for those individuals by 
indicating that civil service retirement annuity, plus any social se- 
curity benefit payable for other service, will, at least, equal the OASDI 
benefit that would be payable to those entitled under civil service 
retirement if Federal service had been covered by social security. 

Now, I have summarized at the bottom of this page the areas Ayhere 
the guaranteed benefit would not be applicable. Those not entitled 
under civil service retirement, such as parents and other dependents of 
living persons ; such as the spouse of an employee not electing maxi- 
mum survivor annuity benefits under civil service retirement ; such as 
aliens serving abroad under civil service retirement, and I might say 
that this is a fairly limited group, primarily those foreign nationals 
employed in our embassies. The bulk of aliens employed abroad are 
covered under a negotiated arrangement, whereby they receive social 
security in keeping with the system in their home country ; and finally, 
this is not applicable to deferred annuitants, their families or sur- 
vivors. 

The guaranteed benefit, then, provides for initial computation of 
the normal civil service retirement benefit, based upon the formula of 
years of service, and the high 5-year salary. If, after computation, it 
is found that the level of benefit is below the guarantee — the guarantee, 
you recall, is that first column in the sheet — why, then, to offset any 
social security benefit payable and raise as necessary to match the guar- 
antee, to raise it to the social security level. If below the guarantee 
for survivors it would provide up to the level for the survivor, but 
would drop the widow’s benefits to the normal civil service retirement 
level, when the last surviving child is 18, and the widow’s eligibility 
under social security ceases. 

It would once again, for such a survivor, raise the widow’s benefits 
at age 62, if necessary to match the guarantee. 

Also, in the event of an employee’s retirement, his benefit could be 
brought up after age 65 to the social security level, if his civil service 
retirement annuity was below the guaranteed level. 

If the computed amount for civil service retirement benefits is above 
the guarantee, civil service retirement and social security each pay an 
earned benefit in full. In other words, the individual would receive 
the two checks, based upon the periods of service computed under 
the two systems. To summarize, then, the guaranteed benefit helps 
most those with 5 to 20 years’ service, especially if they are in the low- 
pay bracket. It helps most those surviving families that include 
children. It helps most those not entitled to social security benefits 
for other service — in other words, those who had not been covered by 
social security employment at some time in the course of their working 
career. The added cost for the guaranteed benefit provision is com- 
puted at a level annual cost, again normal cost plus interest of $125 
million. 

To summarize, those not entitled to civil service retirement benefits 
would, under this proposal receive social security benefits computed 
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upon the basis of their Federal service as equivalent to social security 
coverage. 

Those entitled to civil service retirement would at least receive the 
social security level, and possibly more. Either way, they would 
never receive less than the normal civil service retirement, and they 
would have better survivor benefits, particularly if there were children 
involved. 

The cost figures are at a lower level than any other plans proposed 
for the interrelationship of the civil service retirement system, and 
the social security system. 

(The pamphlet entitled, “Transfer of Credit and Guaranteed- 
Benefit Proposal” is as follows :) 


TRftNSrfE-./. CREDIT 


&Uf)Efll\ITTFn -BFHgflT 



H.R.Plff 
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